OFFICR OF 'THR WASHINGTON STATE LIQUOR CONTROL, BOARD

March 13, 1986

The regular meeting of the Huhington State Liquor Control Board

g : m called to order at 9:30 a.m., Wy, March 13, 1986, in the

" Board conference room, fifth floor, Capital Plaza Building, Olympla, by
j. Chatiman L. H, Pedarsan. Board Hembers Kasuo Watsnabe and Robert D.

- Bannkh were present. 3Board Secretary Judy Hiru'uco;dod the meeting,

C BRARING - PROPOSKD. RULE CHANGE, Chalrmem L. H. Pedersen eunounced
‘that at this time a pudblic hearing quld ba held concern:l.ng the adop—-
_Hon of WAC 314-37-020 "Manufacturez's On Site Vending Appointsent—
Qualifications.” Be noted that the ippropr:ute notices had been filed
with tha Code Reviser's office and mailed to varlous mews media snd
V Antexested parsons. '

] John Hennen, Senior Assistaot Attorney General, expleined that
. this new rule will allow domestic wineries, wvhich also manufscture

liq&or products other than vwine pursuant to a 1icense under Titla 66

" RCW, to sell those bpro.ducts' cu the winery premises, under a-vendor
4 appoistment from the Board. Ee said the new section spells out the

qualifications. It provides for a contractusl agresmant, which ia
] -.tequi_réd t'o. contain eartunrprov:laiunn, between tha Boud and the
. 'vinary. Ail ‘ules made under the manufacturer’s on ;ii:a vemung
: :appoinfngm: ;re subject to all spplicable state taxes, and shall be
7 mdo at mch pﬂ:cgl as ars established by the Board for sales of the
“sama liquor product through state liquor stores .and asgencies.

“Mr, Heimen noted that currently domestic wineries sell wine of
their own pxoduetioh on the winery ptenilgs at ratail. Recently at
ieut one‘t-loautic winexry has begun producing a liquc\;r mdcf a

nanufacturexr's license in additfon to producing wine uvnder its winery

license, Because the liqueur 1i not wine by definition, a epecial
appointment from the Board 1is zﬁquh'ad to permit sale of this item at

retail to visitors ro tha winery. Such sales will be nainly for prodor %ﬂ + +‘

‘tional pu::poses and will asaist the industry In developing ths market
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~2~ " March 13, 1986

John Hemnen indicated that the Dur'onu_ of Alcohol, Tobageo and

Firsaras has suggested that in section (1) snd subsection (3)(a) the
vorxung be changed to "licensed™ preaises ratlm: than "winery” premises
. because of a federal r-guhtion lhich prohibits minmmu Hquor to be
sold on a winery pruinu. Mr. Hemnen recommended thst this wording
change be adopted.” Board Member Bannsh movad to adopt the wording N
. "ldcensed prealses” in the sections moted above. Board Nember Watnaba
seconded the motion and it carried wianimously . .
Bill Stuht, reprcuntlng Sta. Michells Hlnu'y, spoke in support of
- tha ptopond naw uct:lon.
Michael Putnn, repre.en:!.ng the North Whidbey ChAlber of
Com.rco, lyoh in support of tha rula change, Be 5m & brief over-
viev of the promotional activitles that he is fuvolved with fn the '
. co-nnity ad hulicated ‘that the oppotttm:l.ty ‘this rule change novideu A !
"'win.uhmc.r.h.tonru:m“ny. o ' R
Eurthet diucualinn folloud Boarxd Huber Hammah noved to adopt - - . -
HAC 314-37-020. -Board lknber Watansbe seconded the motfom and it . i
carried unanlnounly. :

"vmuc EEARING - momsxn RULE CHANGE. Chairman Pedersen amnounced that at
this time a public besring would be held concerning the smemdment of

JWAC 314-26-080 "(:anuincu—-snu and Types Petulttad " and sn uend-
- ment of WAG 314-28-010 "Records.” He noted that tha sppropriate cotices
..hed been filed with the Codé Reviser's Office and peiled to various

Ch i e - e

pews madis and interested pcnm.

Jobn Bennen explained that the purpose of the amendment to WAC
314-24~080 18 to d.'hiute refatenou to container sizes which are no
hngar .pptopr:l.lt.. He said the purpose o! tha a-smhenr. cn HAC
314-28—010 1s to bring the WAC iato conformity ﬂ.th RCW 66.24.1W which
was awended by the legislature in 1981, i

_ Jan Britt, fopervisor, M.I.W. Division. stated that with referme
to WAC 314~24-080, wine #izes have been lppmad for salze in this state
other than those 1isted in the WAC (e.g._, 355 miliiliter size).
Furthermore, requests submitted by United States or Washington State

" ‘wineries for container sizes nmot imeluded in the current WAC must
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:ochnienny be- dended, 11:: pmylnad anendment peraics vine from other

‘conntries to be Jmported in smy cont:innr siza approved by the Buresu
of Aleohol, Tobacco and Firearms.
. addftion, the sires J.i.;.g {n ¥he wersest 2als ses stated £
quarts when, in fact, mtd.url ere all mow im matric mmnl;
siges. ' - o

Jia Halstrom stated that the Vnnhin;to- w.u Indnlt.ry mpporu the
pmued n-nds-nt.

Following discusaion, Board Neabexr Hannsh moved to adopt tha
Imdmntl m RAC 314-24-080 and WAC 31&—23—010.. Board Member Watanabe

neon‘cd the -ntton -xl it carried mnd.noully.

'mncmm—mommcnm.. Chadrnan Pedereen amnownced that at

: this ,ua-‘n publin hasring would ba held eonearn:lng smendnents to WAC
314+20-100 “Beer Wholesale Price Pogting," wae 314-20-105 "Beer
Supplier's Prica Filings, Contracts end Menorands,* WAC 314-24-190 .
"Wine Wholesale Prica Posting,” WAC 314-26-200 "Wine Buppliers' Price
Filings, Contracts sad Mseorsods,” sod WAC 314-52-114 “Advertisisg by
Retail Licensees, Offering for Bals, or Selling Beer, Wine or
-Spd.tltuogu Liquor at Less Than Cost—Prohibited—Ewceptions.” He noted
that the appropriate notices had been filad ﬂtil the Code Reviser's :
office end -mailed to various news media and interested persons.

1 Johm.emmunummwmw
314-20-100 18 to dalete from the rule the: references to 19.90 ROW,
which was repealed by the legislsture in 1983, Kew language is
.proposed widch ﬁl‘,hﬂ.n cost as "acquisition cost.”

The puxposs of tbn asendsent to WAC 314~20-105 is to delate from

.tha ruls’ the referace to 19.90 RCV. Hew langusge is proposed vhick
would define cost u “scquisition cost.”

The purposs of the anendmant to WAC 314-24-190 s to delete from
the rule tha references to 19.90 ROV. How languegn 1s proposed which
wonld d-ﬂn- con'. as “"acquisition cost."” This -na-m:uu also
properly td'lect the total amount o! the wine tax including the
surdntgq dn RCW- 82.02.030. '
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—-—— .. ¥arch 13, 1986

The purpose of the smendment to WAC 314~24-200 is to delote £rom.

" the rule the refarences to 19.90 RCH. Rew language 413 proposed which

would define cost ss "acquisition cont.” This snendoent will also

- properly reflsct the total amount of the wine tax lncluding the

surcharge fa ROV 82.02.030.

The purpose of the mmmdnent to HAG 314-52-114 1s to delere from
the ruls tbe requirement thar “cost of doing business” be .Included
within ths dulnium of eont" fm: porposes of determining whether a
n]g at leu thsn cost has oewx-rod Bew language is proposed which.
would define cost es “"acquisition eo-z.'

. Hemmen sdded that these rules in theic present form sre-
adn!mtnuvaly wworkable in that a dctam!.nat:lm of "post of doing
business” nmdxu the usa of debatable accounting concepts and crastas
.m-rm problems in dotermining applicsbls rimeframes, spplication to

sulti-outlet and/or mlti-division operations, ate.. Removing the “cost -

of doing business” concept from the definition of “cost” would mske

AdnLnl.struuoﬁ, lﬁd‘ enforcement of these rules nhpl.a and efficient in
that tha cost of tha goods invelved eould easily be determined and com—

_pnumﬂnyucanmchmquncoldmthmsmr.

. Mr, Hennen sald that prohibiting sales below acquisition coat

vould prevent the vast majority of d.umun ad puutory practices
vh.ieh thesa rulas were designed to preyant . It mld aleo allow for e
nore g;fldm and widespread distribution of the Bosxd's 'ea.!otenanc
Tesonrces so l:lnt‘_h-:z-: overall contrel would bo achieved,

Mr. Heanen indicated that thds proposed rule change had been heard
-tnynuinhnriumlovabarzs, 1984, at vuchdmthh-um .
tabled snd a committss of ind y xop ives was f d for tha

purpose of dtn.lqu.q & simplified standaxd that would be cquitable to
cvoryone, MNr. Hennen uld to date that committee has mot provided the .
Board with such a "simplified standard.”

Chairman Pedersen esked if myone present wished to speak either
in favor of or im opposition to the proposed mmendment.

Al w. Tepresenting Consolidated Beversges, spoks in o"o;
sition to the proposed changs regarding "cost of doing busincss.” His
main coxcarn was with regard to direct labor costs snd he suggested
that "scquisition cost™ sbould inclule dlrect labor charges.
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l-nk um, nyrcmu.n; the Washington Food Deslere Associatiom,
\dno'-pok.hmodﬁnnthnpmwudwhchw Be sedd be
mnunudhrnunua_--nunoun. There is much concern that -
i if busineeses were allowed to sell products at scquistion cost ealy,

R

withoot some standard markup, it would result in largar busiesses
ultinarely foum tha mpaller eompetitors out of business.
¥r, llmulubltht.hmtmhc‘mu&‘mh
_ r&bmryms.' mm&-mmtghhdumhﬁbmhd
agreed u the _(ou.;’vlng Jm:' “Ia ueu-h'hg ‘cost® for purposes
of this section, tha 'cost of Mn business® or ‘overbeed expense’

o will be p d to Yo XXX of the favolce or replacement cost
of thé liguor favolved. « «° Mr. Sitho alse indicated in kis Pebrusty
20,1503 letter, thet mtatistics Tegarding the percentages of the “cost
of doing Iusiness® would be forthconing; bowever, doe ©o sa spparsat
breskdown in commmications. this isformation had mot beem compiled.

mﬂm:nmnhnpo:todhhumuudluhﬁneun!m ’

L Frances Pistoresi of Pistoresi Distributing Conpany; Omak. Sha asked

. ’ Mr. Hannah to ralay her request that daliverad costa ba uum a8 A
pect of ihe scquistéion cost. ‘

Mr. Hannsh stated that after bA.lrh.'t!u teatimony this morming,
&mqu;xtnﬁmm-m, 1f the induetry cwlfqunmn

specified rata.

Jim Rautf -‘ ’nucumnnm,mmu
mm.ummmw Ea said be concurred with Mc.
uth'- e—uu.nluuhnddumﬂla-dpwd:hi
mwubﬁonophhumk&@lm-m.md
lahlldﬁtlﬂntmhdoflltdndmmwtwo!mmiun .
r.ontuuhlruultin‘ d ion of liguor becauss bblwet

—

| ! liqummwNmmmumM huh

: ‘loh seeder, nmnmu the Washingten munxnt Anodnun.

said Ms membarship was qmthue to the mnc nued by Mx. Sitko
and Hr. nutmn. and hcinuen-l he thought that cost pf doing busi-

m!)lunpmmommuhtwuﬂsh.
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John Eannan. sddresssd some of the concerns raised by .thosa vho
testified, including Anufnut Livs. s major concern was. that the
“sales balow coot” provisioms sre currestly wmenforcsahle and will not
be ln!ormbh vatdl the Board takal action to amand these rules with
some standard of dofhution fox' “cost.” He noted that thio mesas thare
is pnmtly »0 sales below coat nuuuum nml thus there 4s none
legally possibla uukil the Board tekes sction. He suggestsd that a
 specific dealine for submiseion of specific langusge be'eatablished 1f
© the matter wers to be tubled for = sacond tima,
y -Mmmﬁhmh‘mﬁuw:uumdmun'
on top. of sequisition cost, 1F the industry would agres to & staptard’
ngnn and present specifie langusge for Board consideration nmu s

{ reumhh pu:lnl o! time. = .

Turther dlscussion followsd, Mc. $itko agreed to g0 back to tha
industry and try to tomhta proposed language- to include = perunugn
uﬂ;up hhmv“odtothclﬂﬁlmhterthm.hlyl 1986.

) MhhthtmkmdwmmmmutuJuyl.'
1986. Moard Meabei ilannah. secondsd the wotion and i earried womai-
mously. Chairmsn l’vdznw iodicated thac:Board -én:t would be
available to assist those wtkiing on the development of specific
'_n'll:-tutin Anngmp for the definition of “cost." The public bearisg
endad at 10140 mum. ' ) A

MERTING RECRSSED, Tha -ltln; was recessed at 10140 a,m., watil the cau
of tio Guatr. '

mcm:n SESSTON. * The meeting was md at IOI‘S 8.0 by an
ndmen. Board Mambers hpuo Watsnabe and Robert D. Haonah were
ptnun:. m Bosxd !-ﬂuuuly onuud into execative session to
a-m. personnal matters. The Bourg returned to regnlar session at
11135 a.m, i

FURCHASTNG - DIVISION - LISTING PRESENTATIGH. Present to confar with the
Board -;r; Bob Hirvey, Liquor Purchasing Agent, and Jim Trebearns,

’ representing the 375 Spirxt. Company. Mr. Trebesmme presented five
itens ror new linting aonlldentiou- Cenoral discussion followad; no

action was taken.
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. HEETING EECESSXD, Mmoung Was recessed at 11:59 g.m,, until the call
of the Chux.

‘ MEETING RECONVENED, rbo ueung was reconvened at 2:00 p.m. by Clmirm
. ke He Pedersen, Boud Members ¥azuo. Vutun‘be and Bobert D, lhunnh wara

yrEessat.

* LICRNSK DIVISION ~ SUPERVISOR POBITION. Chalrmsn Pedersen indicated that
tbe Board had caretully reviewed the applications racetved for the posi-
- €don of !upetﬂ-or - I.iun-u ’M.viu.m, and hnd conducted a ntmaber .ot -
personsl !.nntvic;a. lo;rd. Member Hanmah woved to spprove the appoint=
went of Chuck Dllrynpiq to the position. chut-u Padersen ucopded
the motion and it carried wmanimously.

Pmmami Dﬁmrm - LIsTING méxnumm‘s. ‘Present to confer with the )
noaa-iansobn-nq Idquor Purchising Agent, @4 Benj! Excris and
Jack Quinn, mmmting lhidnm Wine and Spirin, Inc, The
’temlantld.ve' of Haid-:ona presented ove item for new liatin; con=-
sidexation, Guaneral discussion tollmved; no -ction was taoken,
Lorne Jacobson, representing Snoqualmde Winery, presented four
‘itens for new l1sting consideration., Genarsl discussion followed; no
action was tsken,

FURCHBASING DIVISION - PROPOSED u'rm Btaff promt to confer with the
o Board wers Boh nu-vey and John Eemnea. Diucnnion followed regarding a
propoged latter to Drambuie Liqueurs Gmuun_y. Ltd. No action was
ki .
AWMINISTRATIVE DIYISION - INITIATIVE B0. 487. Staff present to confer with
» !he!ou'dvare Bob Harvey, Carter Mitchell md.‘l'ohnncnnen M.
mtchell briefed the Board on Inlthtiv- 487. GCenersl discussion

followed; no action was taken.

FURCHASING DIVISION ~ LISTING FRESERTATION, Presaot to confer with the
. Board were Bod Harvey, snd Jerome _nrom. representing Washington
Liquors Ltd. Mr, Brown presonted two items for vew listing con-

sideration. Ceneral discussion followad; nv action was tsken,
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- - Mareh 13, 1986
MEETING 'RECESSED, _'n;; nuttng_ vaiﬁoeuéd ot 3245 pem., wmtil the call of
_MEETING ADJOURFED. . The meeting was adjcurned at 4130 pim.
. Attesti
Boaxd Secretary
|
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